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THE PRESIDENT’S REPORT 


TO THE SHAREHOLDERS 

The fiscal year ended March 31, 1965 produced record sales, but provision for loss 
in a joint crop venture in Florida and the disruption of operations during the strike 
at the Company’s Bradford plant last June resulted in drastically reduced profits. 


SALES 

Consolidated sales for the fiscal year were $5,546,302, a 16.56 per cent increase over 
consolidated sales of $4,759,878 in the previous year. Gratifying sales increases were 
recorded in both fresh and processed divisions and projections indicate increases will 
continue. 


EARNINGS 
Consolidated net earnings were $8,442, compared with the previous year’s profit of 
$138,093. Major factors contributing to the earnings decrease were, as previously 


noted, the costly disruption of operations during the strike last June, and provision 
for loss of $66,790 in the joint strawberry crop venture. 


WORKING CAPITAL 
Working capital at fiscal year end was $197,624, reflecting a current ratio of 1.20:1. 


This is adequate for normal operating purposes. 


MAD HATTER SNACK FOODS 
Snack foods sales continued to grow at a vigorous pace and have reached the point 


where production facilities in the Company’s main plant were inadequate to meet 
the growing demand. Consequently a 36,000-square-foot building has been erected 
into which all snack foods production equipment will be transferred. With these 
expanded facilities the Company will be able to mect the requirements of present 
sales increases as well as demands for additional product in the forseeable future. 


OPERATIONS 
The Company continues to expand export of its products to the United Kingdom 


but in order to place greater emphasis on development of Canadian operations, has 
discontinued other activities in the U.K. The Company sold its interests in Whit- 
worth’s Produce Limited in the U.K. when it became apparent that satisfactory 
management was not locally available and head office personnel would have to be 


transferred from Canada in order efficiently to operate the Whitworth’s subsidiary. 
It was determined that such trained personnel could be employed far more ad- 
vantageously in Canada. 


To further concentrate management on our main business operations, the Company 
has also terminated its management contract with The Dale Estate Limited. 


With management now concentrated at head office, expansion of Canadian opera- 
tions is proceeding to meet the growing demands for the Company’s products. 


OUTLOOK 

As noted, the Company’s sales position has never been stronger. Management is 
confident Federal Farms Limited will continue to increase its share of the market 
through an aggressive marketing program and by broadening the Company’s 
product mix to provide our customers with a more complete supply of their require- 
ments, both fresh and processed. 


APPRECIATION 
We wish to express the Company’s appreciation to our customers, shareholders, 


suppliers and staff for their loyalty and support. 
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On Behalf of the Board of Directors. 


FEDERAL FARMS LIMITED and subsidiary 
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(~ CONSOLIDATED STATEMENT OF EARNINGS \ 
Year Ended March 31 
. 1905 1964 
PROFIT FROM OPERATIONS — before the undernoted items.......... $288,297 $438,757 
Income tronminvestinents: see owe ee fee ror we ecg 26,008- 25,680 
Protionisalc obinvestivicntsts mites Tis Macon URNS alle 7500 — | 
322,435 464,437 | 
I COLCCIAtI Onin eae tence eR Ry, een) Cee Ende 128,989 123,103 
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212,448 220,030 
NET PROFIT —"befotesindernoted 1te11s..-......cccsssecesececssescsessescessseceescesces ~ 109,987 244,407 
Wess axes On AuCOlae (IN OtEO ancy yh lie een ee 34,755 106,314 
NET OPERATING PROPIT POR, YEAR Si cccccesecsceee dh cceecedeteeeeastecs Se poyoe 138,093 
| Less: Provision for loss in joint crop venture (Note 3)........:.000:0+ 66,790 — 
NET PROFIT FOR YEAR — transferred to Statement of Earned 
SC LU see rere ee eae htt AE en Ree atone ale 2B dee aie ete 8 a 8,442 $138,093 
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CONSOLIDATED STATEMENT OF EARNED SURPLUS -) 
Year Ended March 31 | 
1965 1964 
15 yall Le ONG Bod excren ok uh oteaay dager vee eRe eon tre nea nee oN Greer $583,533 $439,961 
INCE MICOLI MORE VCAI ccc encyctn. Mr aictin coher enNe om rere taig ae Y 8,442 138,093 
Portion of appratsal surplus chareed operations... oes 6,198 6,396 
598,173 584,450 
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FEDERAL FARMS LIMITED and subsidiary 


ASSETS 
CURRENT 
Gash on hand’and in: bankscu os ee eee $ 143,129 
Accounts receivable — trades1.shonee eee $ 218,328 
SUE A na soar eee eee gee 21.053 239,381 
Marketable investments — at cost 
(market value $407 (994) Sine yrcsnte tere eee 374,000 
= accrued 4nterest: ce oe eee 8,119 382,119 
Inventories — at lower of cost or replacement..............:.c0cseee 291,164 
Tiacome tax Left Sie ote ee ace 47,262 
Prepaid (ex pensesiin... cite oes Ae eee 62,287 
1,165,342 
OTHER INVESTMENTS 
Shares — at cost (market value $55,500) oo cena eee 30,254 
FIXED — (Note 2) 
Land, farm properties, roads, canals and improvements................- 874,680 
Birth ities sec 5 caesar 896,726 
Machinery and. equipment...c2.cccee eee 721,035 
Automotive and mobile equipmicnts.. ss ree 595,200 
Railway: Siditig 542 screen ee, ented ere on 9,926 
Seth yc Soci acs saee veined coecencs etter esp tances teen re ewe ee he 31,118 
3,128,685 


LesstAccimulated depreciation a... ee eee re ee 921,086 2,207,599 
OTHER 


Advances 10 jou cop vencute | Note 9) 57a ee 66,790 

Sundry deposits, receivables and other assets.............:1:1:0eeeeeen 18,833 

Patent — at eost, lessiportion amorticed.cen ee ee 3,907 

Unamortized debenture discounts. bcc. ctr es ee cee 11,208 100,738 
$3,503,933 


CONSOLIDATED BALANCE SHEET — MARCH 31, 1965 


LIABILITIES 
CURRENT 
mA ceomntsspayavic ana Other Habilities.. cet ecc ete e erate tacts $ 434,811 
IE ai oad te SECU CC ee cg es Sie ego 468,000 
Suereniportionol long tein Geta: saat cc oye eee 65,043 
IDBRER RED BR EVEN UW Bearers ese rceese eee ere ere cee oaeee sons eee eee 
MON CETERM DEBT) (MCtc4)eataee eee oh 
MINORITY INTEREST IN SUBSIDIARY (Note 5).....00--0000 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 1) 


Authorized 
1,500,000 — Common Shares of no par value. 


Issued 
FC foe CORTE OED SLATES cg soos oes rasta cece caveat ots owsnestadics 586,115 
POCO Share Purchase w attants:.dst..tscgaccccsasehw nts 6,000 
592,115 
RODRAISATBADIUSTMENT ot 28 eee nied Mascot nnctcoven 827,520 
ATEN ED ES CRP US ee ear oe ne Seo sae atest eeaes 584,491 


$ 967,854 
3.525 
416,817 
111,811 


$1,499,807 


2,004,126 
$3,503,933 


Approved on behalf of the Board Philip Latchman, Director. Arthur H. Zaldin, Director. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the Year Ended March 31, 1965 


1. CAPITAL 


(a) 120,000 Share Purchase Warrants are subject 
to an Indenture dated June 15, 1961 entitling 
the holders to purchase Common Shares of 
the Company at the following price per share; 
$4.00 up to June 15, 1965; $5.00 thereafter and 
up to June 15, 1967; $6.00 thereafter and up to 
June 15, 1969. The Warrants will be void after 
Junet15;,1969: 

60,000 shares of the Company’s capital stock 
have been reserved for issue under an em- 
ployees’ stock option plan adopted in 1961. 
The purchase price of these shares is subject to 
restrictions and conditions for terms not in 
excess of five years. In the year ended March 
31, 1965 there were 11,700 shares issued under 
the plan for a total consideration of $35,415. 
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. APPRAISAL OF FIXED ASSETS 


Farm lands and improvements were valued at 
market in accordance with an appraisal dated 
May 9, 1961 made by Mr. Norman Porter. Build- 
ings, staff dwellings and land on which same are 
located, including improvements, are valued at 
replacement cost in accordance with an appraisal 
dated May 18, 1961, by Geo. A. Lister & Co. 
Additions have been included at cost. 


. ADVANCES IN JOINT CROP VENTURE 


The Company agreed to share in a Florida straw- 
berry operation, the accounting period of which 
was subsequent to the fiscal year end of the 
Company. It appears that the Company may 
sustain a substantial loss in this operation, the 
amount of which is not now determinable. Fifty 
per cent of the advances has therefore been pro- 
vided as the estimate of the loss in this regard. 
Since this provision relates to the next fiscal year, 
no provision has been made for income tax ad- 
justments. 


4. LONG TERM DEBT 


Federal Farms Limited 
6% mortgage, Victoria Kemp, due 
[eines E61 968 ates ees ee ee $ 4,000 
6,% mortgage, Industrial Develop- 
ment Bank, due September 13, 1969 
4% indebtedness, Township of King, 
under Farm Drainage Act, due in 
Oat ee eee Res oe ere 6,660 


7% Convertible Sinking Fund Deben- 
tures, Series A, maturing June 15, 


198,000 


197] 6 these Ree eet SE oe eee 273,200 
481,860 

Less: Payments due within one year 
included in current liabilities............ 65,043 
$416,817 


Debentures 


The terms of the trust indenture dated June 15, 
1961 require the establishment of a sinking fund 
for the 79% Convertible Sinking Fund Deben- 
tures, Series A. The second sinking fund payment 
of $23,000 is due on June 15, 1965. The Company 
is entitled to elect to apply, as a Sinking Fund 
credit, the $3,800 principal amount of Deben- 
tures which were converted in the 1965 fiscal 
year, and to call for redemption Debentures in the 
aggregate principal amount of $19,200. The 
Debentures are convertible into Common Shares 
of the Company at the following prices: if con- 
verted on or before June 15, 1966, at $4.00 per 
share; if converted after June 15, 1966, but before 
June 15, 1971, at $6.50 per share; and if converted 
aiter June 15,1971, but before June 15, 1976, 
at $9.00 per share. 


- MINORITY INTEREST IN SUBSIDIARY 


The minority shareholders’ interest in the sub- 
sidiary’s outstanding Preference Shares represents 


$96,600 out of a total of $201,600 (47.9% of the 
total). The amount of fixed preferential cumula- 
tive dividends on the Preference Shares of the 
subsidiary, not declared to date and attributable 
to the interest of minority shareholders, is $63,596. 
No portion of the consolidated earnings in 1965 
was attributable to the minority interest. 


. INCOME TAXES 


The Company intends to claim for tax purposes 
capital cost allowances in excess of recorded 
depreciation. This will result in a reduction of 
income taxes for the year of $6,039. Including 
reductions of prior years the accumulated deferral 
of income taxes as at March 31,1965 amounts to 
$83,333. 


The Company has been disallowed income taxes 
of $7,361 claimed, which, on the advice of legal 
counsel, should be recovered on appeal. The 
allowance for income tax credits totalling $17,380 
taken for 1964 and 1965 depend upon the favour- 
able outcome of the appeal. 


- CONTINGENT ASSETS 


Claims totalling $76,199 have been filed against 
several United States and Canadian rail carriers 
for damage during February, 1963 to vegetables 
in transit overseas. Payments of $1,372 have been 
received in the year. Some claims are still under 
negotiation, and legal action has been taken where 
necessary. The statements do not include any 
amount for the claims pending. 


AUDITORS’ REPORT 


To the Shareholders 
FEDERAL FARMS LIMITED, 


cumstances. 


Toronto, Ontario. 
June 1st, 1965 


We have examined the consolidated balance sheet of Federal Farms Limited 
and its subsidiary company as at March 31, 1965, and the consolidated statements 
of earnings and earned surplus for the year ended on that date. Our examination 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the cir- 


In our opinion, the accompanying consolidated balance sheet and consolidated 
statements of earnings and earned surplus, supplemented by the notes thereto, 
present fairly the financial position of Federal Farms Limited and its subsidiary as 
at March 31, 1965 and the results of their operations for the year ended on that 
date, in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 
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NEWMAN & NEWMAN 


Chartered Accountants 
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